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SUBCHAPTER A—REGULATIONS AFFECTING CREDIT UNIONS

PART 700—DEFINITIONS

AUTHORITY: 12 U.S.C. 1752, 1757(6), 1766.

§ 700.1 Definitions.
As used in this chapter:
(a) Act means the Federal Credit

Union Act (73 Stat. 628, 84 Stat. 944, 12
U.S.C. 1751 through 1790).

(b) Administration means the National
Credit Union Administration.

(c) Board means the Board of the Na-
tional Credit Union Administration.

(d) Credit Union means a credit union
chartered under the Federal Credit
Union Act or, as the context permits,
under the laws of any State.

(e) Regional Director means the rep-
resentative of the Administration in
the designated geographical area in
which the office of the Federal credit
union is located.

(f) Regional Office means the office of
the Administration located in the des-
ignated geographical areas in which
the office of the Federal credit union is
located.

(g) State means a State of the United
States, the District of Columbia, any of
the several Territories and possessions
of the United States, the Panama
Canal Zone, and the Commonwealth of
Puerto Rico.

(h) Remaining maturity is the time pe-
riod from the date of the required re-
serve transfer to the stated date of ma-
turity of the instrument.

(i) For the purpose of establishing
the reserves required by section 116 of
the Federal Credit Union Act, all as-
sets except the following shall be con-
sidered risk assets:

(1) Cash on hand.
(2) Deposits and/or shares in federally

or state-insured banks, savings and
loan associations, and credit unions
that have a remaining maturity of 5
years or less.

(3) Assets that have a remaining ma-
turity of 5 years or less and are insured
by, fully guaranteed as to principal and
interest by, or due from the U.S. Gov-
ernment, its agencies, the Federal Na-
tional Mortgage Association. Federal
Home Loan Mortgage Corporation, or

the Government National Mortgage As-
sociation. Collateralized mortgage ob-
ligations that are comprised of govern-
ment guaranteed mortgage loans shall
be included in this asset category.

(4) Loans to other credit unions that
have a remaining maturity of 5 years
or less.

(5) Student loans insured under the
provisions of title IV, Part B of the
Higher Education Act of 1965 (20 U.S.C.
1071, et seq.) or similar state insurance
programs that have a remaining matu-
rity of 5 years or less.

(6) Loans that have a remaining ma-
turity of 5 years or less and are fully
insured or guaranteed by the Federal
or a state government or any agency of
either.

(7) Shares or deposits in a corporate
credit union that have a remaining ma-
turity of 5 years or less, other than
Membership Capital Share Deposit ac-
counts as defined in part 704.

(i) Is operated primarily for the pur-
pose of serving other credit unions;

(ii) Is designated by the National
Credit Union Administration as a cor-
porate credit union; and

(iii) Limits natural person members
to the minimum required by state or
federal law to charter and operate the
credit union.

(8) Common trust investments, in-
cluding mutual funds, which deal ex-
clusively in investments authorized by
the Federal Credit Union Act that are
either carried at the lower cost or mar-
ket, or are marked to market value
monthly.

(9) Prepaid expenses.
(10) Accrued interest on non-risk in-

vestments.
(11) Loans fully secured by a pledge

of shares in the lending Federal credit
union, equal to and maintained to at
least the amount of the loan outstand-
ing.

(12) Loans which are purchased from
liquidating credit unions and guaran-
teed by the National Credit Union Ad-
ministration.

(13) National Credit Union Share In-
surance Fund Guaranty Accounts es-
tablished with the authorization of the
National Credit Union Administration

VerDate 12<MAR>98 11:51 Mar 19, 1998 Jkt 179042 PO 00000 Frm 00293 Fmt 8010 Sfmt 8010 Y:\SGML\179042.TXT 179042-3



298

12 CFR Ch. VII (1–1–98 Edition) Pt. 701

under the authority of section 208(a)(1)
of the Federal Credit Union Act.

(14) Investments in shares of the Na-
tional Credit Union Administration
Central Liquidity Facility.

(15) Assets included in numbered
items 2, 3, 4, 5, 6, and 7 with maturities
greater than 5 years are exempt from
risk assets if the asset is being carried
on the credit union’s records at the
lower of cost or market, or are being
marked to market value monthly.

(16) Assets included in numbered
items 2, 3, 4, 5, 6, and 7, with remaining
maturities greater than 5 years are ex-
empt from risk assets provided they
meet the following criteria, irrespec-
tive of whether or not the asset is
being carried on the credit union’s
records at the lower of cost or market,
or are being marked to market value
monthly.

(17) Fixed Assets as defined in
§ 701.36(b).

(18) Deposit in the National Credit
Union Share Insurance Fund represent-
ing a federally insured credit union’s
capitalization account balance of one
percent of insured shares.

(j)(1) Insolvency. A credit union will
be determined to be insolvent when the
total amount of its shares exceeds the
present cash value of its assets after
providing for liabilities unless:

(i) It is determined by the Board that
the facts that caused the deficient
share-asset ratio no longer exist; and

(ii) The likelihood of further depre-
ciation of the share-asset ratio is not
probable; and

(iii) The return of the share-asset
ratio to its normal limits within a rea-
sonable time for the credit union con-
cerned is probable; and

(iv) The probability of a further po-
tential loss to the insurance fund is
negligible.

(2) For purposes of this section, the
following definitions are used:

(i) Cash value of assets. Recorded
value will be considered the cash value
of any asset account providing accept-
ed accounting principles and practices
are followed and the provisions of law,
regulation, and bylaws are met.

(ii) Liabilities. Recorded liabilities
which are due and payable, excluding
shares of members and non-members,
are considered liabilities.

(k) For purposes of determining the
amount required to be transferred to
regular reserves under sections 116 and
201(b)(6) of the Federal Credit Union
Act, gross income means the total of the
operating income accounts reduced by
the following.

(1) Dividends received on shares in
the National Credit Union Administra-
tion Central Liquidity Facility;

(2) Dividends received by credit
unions on special share accounts held
in Agent members of the Central Li-
quidity Facility authorized by § 725.7 of
this chapter; and

(3) Interest received by an Agent
member of the Central Liquidity Facil-
ity to the extent of interest paid to the
Facility by the Agent member. In the
case of an Agent member of the Central
Liquidity Facility that is a group of
central credit unions—

(i) Interest received by the Agent
group representative, as defined in
§ 725.1(b) of this chapter, to the extent
of interest paid to the Facility by the
Agent group representative; and

(ii) Interest received by each central
credit union in the Agent group (other
than the Agent group representative)
to the extent of interest paid by each
such central credit union to the Agent
group representative on Agent group
representative loans, as defined in
§ 725.1(b) of this chapter. Non-operating
gains and losses are not included in
gross income.

[36 FR 23794, Dec. 15, 1971; 37 FR 329, Jan. 11,
1972, as amended at 37 FR 10342, May 20, 1972;
45 FR 47121, July 14, 1980; 54 FR 48234, Nov. 22,
1989; 54 FR 52015, Dec. 20, 1989; 55 FR 1794,
Jan. 19, 1990; 57 FR 47985, Oct. 21, 1992; 58 FR
40042, July 27, 1993]
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